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Amendments to Senate Bill No. 174
1st Reading Copy

Entitlement Share
For the Senate Taxation Committee

Prepared by Lee Heiman
March 20, 2007 (7:42am)

1. Title, line 20.

Following: "REVENUE;"

Insert: "AMENDING ENTITLEMENT SHARE PROVISIONS; AMENDING SCHOOL
DISTRICT BLOCK GRANT PROVISIONS;™"

2. Title, line 21.
Following: "15-1-102,"
Insert: "15-1-121,"

3. Title, line 22.
Following: "17-7-502,"
Insert: "20-9-630,"

4. Page 2, line 2.
Insert: "Section 2. Section 15-1-121, MCA, is amended to read:
"15-1-121. Entitlement share payment -- appropriation. (1)
As described in 15-1-120(3), each local government is entitled to
an annual amount that is the replacement for revenue received by
local governments for diminishment of property tax base and
various earmarked fees and other revenue that, pursuant to
Chapter 574, Laws of 2001, amended by section 4, Chapter 13,
Special Laws of Augqust 2002, and later enactments, was
consolidated to provide aggregation of certain reimbursements,
fees, tax collections, and other revenue in the state treasury
with each local government's share provided by direct payment
from the state treasury rather than the ad hoc system that offset
certain state payments with local government collections because
of state percentage splits, with local governments remitting a
portion of collections to the state, retaining a portion, and, in
gsome cases, remitting other portions to other local governments.

Fhe—amount—catcutated—pursuant—to—this—subsectiom—as—adjusted
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$b)r(2) The total amount estimated—pursuant—to—subsections

tH—and—2)>ta> received in fiscal year 2007 as an entitlement
share payment under this section is the base component for the

fiscal year 2008 distribution, and in each subsequent year, the
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entitlement share payment, including any reimbursement payments
received pursuant to subsection (6), is each local government's

base year component. The sum of all local governments' base year
components is the base fiscal year entitlement share pool.—For

the—purpose—of—catcutating the sumof—=ati—local—governments*—base
year—components;—thebase—year—component—for—a—tocal—government
may not—be—less—than—zero-

(3) (a) The base year entitlement share pool must be
increased annually by a growth rate as provided for in this
subsection (3). The amount determined through the application of
annual growth rates is the entitlement share pool for each fiscal
year. By October 1 of each even-numbered year, the department
shall calculate the growth rate of the entitlement share pool for
each year of the next biennium in the following manner:

+H——PRefore—apptying—the—growthrate—for—fiscat—year—2667to

nﬂliﬂf?H?i{ﬁ{ﬂﬁimiiﬂitiﬂ
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Wolf—Point—5449%7

it} (i) The department shall calculate the average annual
growth rate of the Montana gross state product, as published by
the bureau of economic analysis of the United States department
of commerce, for the following periods:

(A) the last 4 calendar years for which the information has
been published; and

(B) the 4 calendar years beglnnlng with the year before the
first year in the period referred to in subsection +3rHtaltiiit&)r

3) (a) (i) (A

+iii+§ii} The department shall calculate the average annual
growth rate of Montana personal income, as published by the
bureau of economic analysis of the United States department of
commerce, for the following periods:

(A) the last 4 calendar years for which the information has
been published; and

(B) the 4 calendar years beglnnlng with the year before the
first year in the period referred to in subsection +3)ta)ytitir<t&r

3)(a) (ii) (A).

(b) 1) The entitlement share pool growth rate for the
first each year of—the—bienmium must be the follow1ng percentage
of the average of the growth rates calculated in subsections
3rtaE8) (3) (a) (i) (B) and 3HtartiiiB) (3) (a) (4i) (B):

<A)>(i) for counties, 54%;

‘BY(ii) for consolidated local governments, 62%; and

t€r(iii) for incorporated cities and towns, 70%.

tiri—Fhe—entittement sharepool—growth—rate—for—the—second

f the—bs . : he—foltouw ' Fthe
. .
(3}{5??'5555?5 gE:Tt?Er?iee.?Tifeiated Insubsections
for uuuutics, 54‘%‘,’
for—consotidated—tocal—governmments,—62%;—and
€)r—for—incorporated—cities—and—towns,—76%—

(4) As used in this section, "local government" means a
county, a consolidated local government, an incorporated city,
and an incorporated town. A local government does not include a
tax increment financing district provided for in subsection -6}
{7) . For—purposes—of catcultatingthe base—year—compoment—for—a
countyor—consolidated—tocal—government;—the—department—shatt
fretud : 15 s ] 5 (31— 13 o]

i . et ty—or—consotidated—tocal—government— The

county or consolidated local government is responsible for making
an allocation from the county's or consolidated local
government's share of the entitlement share pool to each special
district within the county or consolidated local government in a
manner that reasonably reflects each special district's loss of
revenue sources histed—imr—subsectton—{1)> for which reimbursement

is provided in this section.
(5) (a) The entitlement share pools calculated in this

section and the block grants provided for in subsection +6) (7)
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are statutorily appropriated, as provided in 17-7-502, from the
general fund to the department for distribution to local

governments. Each—3tocal—govermment—is—entitied—to—=apro—rata
shareof—each—year*s—entittement—share—pooi—based—on—the—tocat
governments—base—comporrent—in relation—to—the base—vyear
entitlrement—share—poot+ The distributions must be made on a
quarterly basis.

(b) (i) The growth amount is the difference between the
entitlement share pool in the current fiscal year and the
entitlement share pool in the previous fiscal year. For—the

£ 3 — (5o e — |
base—year—component—has—abase—year—component—of—zeror- The growth
factor in the entitlement share must be calculated separately
for: ’

(A) counties;

(B) consolidated local governments; and

(C) incorporated cities and towns.

(ii) In each fiscal year, the growth amount for counties
must be allocated as follows: _

(A) 50% of the growth amount must be allocated based upon
each county's percentage of the base prior fiscal year
entitlement share pool for all counties; and

(B) 50% of the growth amount must be allocated based upon
the percentage that each county's population bears to the state
population not residing within consolidated local governments as
determined by the latest interim year population estimates from
the Montana department of commerce as supplied by the United
States bureau of the census.

(iii) In each fiscal year, the growth amount for
consolidated local governments must be allocated as follows:

(A) 50% of the growth amount must be allocated based upon
each consolidated local government's percentage of the base prior
fiscal year entitlement share pool for all consolidated local
governments; and

(B) 50% of the growth amount must be allocated based upon
the percentage that each consolidated local government's
population bears to the state's total population residing within
consolidated local governments as determined by the latest
interim year population estimates from the Montana department of
commerce as supplied by the United States bureau of the census.

(iv) In each fiscal year, the growth amount for incorporated
cities and towns must be allocated as follows:

(A) 50% of the growth amount must be allocated based upon
each incorporated city's or town's percentage of the base prior
fiscal year entitlement share pool for all incorporated cities
and towns; and

(B) 50% of the growth amount must be allocated based upon
the percentage that each city's or town's population bears to the
state's total population residing within incorporated cities and
towns as determined by the latest interim year population

8 SB017410.alh




estimates from the Montana department of commerce as supplied by
the United States bureau of the census.

% £ 3 e _— e l

3 3 ; 1 1 i3 ,

(6) If the legislature enacts a reimbursement provision
that is to be distributed pursuant to this section, the

department shall determine the reimbursement amount as provided

in the enactment and add the appropriate amount to the
entitlement share distribution under this section. The total
entitlement share distributions, including distributions made
pursuant to this subsection, in a fiscal year is the local fiscal
vear entitlement share pool. The ratio of each local
government's distribution from the entitlement share pool must be
recomputed to determine each local government's base component,
and the new base component ratio must be used in the subsequent

year's distribution determination.

+6r(7) (a) If a tax increment financing district was not in
existence during the fiscal year ending June 30, 2000, then the
tax increment financing district is not entitled to any block
grant. If a tax increment financing district referred to in
subsection +6+-tb); (7) (b) terminates, then the block grant
provided for in subsection {6)rtb}) (7) (b) terminates.

(b) One-half of the payments provided for in this
subsection +6)rtb)> (7) (b) must be made by November 30 and the
other half by May 31 of each year. Subject to subsection +6jta)
(7) (b), the entitlement share for tax increment financing
districts is as follows:

Cascade Great Falls - downtown $468,966
Deer Lodge TIF District 1 3,148

Deer Lodge TIF District 2 3,126
FPlrathead—Kalispell—Pistrict—31+—758735%
Flathead Kalispell - District 2 5,15
Flathead Kalispell - District 3 41,368
Flathead Whitefish District 164,660
Gallatin Bozeman - downtown 34,620
Fewis—and—€lrark—Helena—2—731;61%
Missoula Missoula - 1-1B & 1-1C 1,100,507
Missoula Missoula - 4-1C 33,343

Silver Bow Butte - uptown 283,801
Yellowstone Billings 436,815

+7>(8) The estimated base year entitlement share pool and
any subsequent entitlement share pool for local governments do
not include revenue received from countywide transportation block
grants or from countywide retirement block grants.

+8—ta)—Ff revenue—that—+ts—inctuded—in—the—sources—tisted
+mrsubsections—{ittbr—through—{tiH{tor—is—significantiy reduced;

' h—teoistatd o —t 3 ' —shatl—deduct
: : 3 " i e — e 1
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revenue-
tbr—For—the purposes—of—subsection—{(8tar—a—significant
3 . . 3 1 : . ved—i
the—current—year—to be—tess—thanr—95%ofthe—amount—ocf—revenue
recetved—in—the base vyear-
(9) A three-fifths vote of each house is required to reduce

the amount of the entitlement share calculated—pursuant—to

(10) When there has been an underpayment of a local
government's share of the entitlement share pool, the department
shall distribute the difference between the underpayment and the
correct amount of the entitlement share. When there has been an
overpayment of a local government's entitlement share, the local
government shall remit the overpaid amount to the department.

(11) A local government may appeal the department's
estimation of the base year component, the entitlement share pool
growth rate, or a local government's allocation of the
entitlement share pool, according to the uniform dispute review
procedure in 15-1-211.

(12) A payment required pursuant to this section may not be
offset by a debt owed to a state agency by a local government in
accordance with Title 17, chapter 4, part 1."

{Internal References to 15-1-121:
15-1-120x 17-4-105x 17-7-502 a 77-1-504x}"
Renumber: subsequent sections

5. Page 25, line 28. ,

Insert: "Section 20. Section 20-9-630, MCA, is amended to read:
"20-9-630. School district block grants. (1) (a) The
office of public instruction shall provide a block grant to each

school district based on:

{i) the revenue received by each district in fiscal year
2001 from vehicle taxes and fees, corporate license taxes paid by
financial institutions, aeronautics fees, state land payments in
lieu of taxes, and property tax reimbursements pursuant to
sections 167(1) through (5) and 169(6), Chapter 584, Laws of
1999; and

ii) any reimbursement to be made to a school district
pursuant to this section as provided in subsection (2).

(b) Block grants must be calculated using the electronic
reporting system that is used by the office of public instruction
and school districts. The electronic reporting system must be
used to allocate the block grant amount into each district's
budget as an anticipated revenue source by fund.

tor—With—theexceptionof vehicte—taxes—and—fees;—the
office—of—pubtic—instructiomr—shali—usethe—amount—actuaiiy
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budgets—for—fiscat—year 2663+

(2) If the legiglature enacts a reimbursement provision
that is to be distributed pursuant to this section, the office of
public instruction shall determine the reimbursement amount as
provided in the enactment and add the appropriate amount to block
grant distributions under this section. The total of
reimbursement distributions made pursuant to this subsection in 1
fiscal year must be added to all other distributions to the
school district in the fiscal year to determine the distribution
for the subsequent fiscal year. The block grant percentage
increases in subsections (4) (a) and (4) (¢) do not apply to
reimbursements made under this subsection for the fiscal year of
the first reimbursement, but do apply to the block grant amounts
in subsequent fiscal vears that incorporate reimbursement added

in previous fiscal years. :
(3) Each year, 70% of each district's block grant must be

distributed in November and 30% of each district's block grant
must be distributed in May at the same time that guaranteed tax
base aid is distributed.

(4) (a) The block grant for the district general fund is
equal to the average amount received in fiscal years 2002 and
2003 by the district general fund from the block grants provided
for in subsection (1). The block grant must be increased by 0.76%
in fiscal year 2004 and in each succeeding fiscal year.

(b) The block grant for the district transportation fund is
equal to one-half of the average amount received in fiscal years
2002 and 2003 by the district transportation fund from the block
grants provided for in subsection (1). The block grant must be
increased by 0.76% in fiscal year 2004 and in each succeeding
fiscal year.

(c) (i) The combined fund block grant is equal to the
average amount received in fiscal years 2002 and 2003 by the
district tuition, bus depreciation reserve, building reserve,
nonoperating, and adult education funds from the block grants
provided for in subsection (1). The block grant must be increased
by 0.76% in fiscal year 2004 and in each succeeding fiscal year.

(ii) The school district may deposit the combined fund block
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grant into any budgeted fund of the district."
{Internal References to 20-9-630:

20-9-141 20-10-144}"

Renumber: subsequent sections

- END -
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